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a 
KEY ECONOMIC INDICATORS 


(All Figures in Millions of U.S. Dollars Unless Otherwise Indicated) 


GDP 1982 1983 1984: 


GDP CURRENT PRICES 5270.5 4065.6 
GDP CONSTANT (1966) PRICES 1238.6 749.8 
GDP PER CAPITA (S) 247.2 199.8 
GROSS CAPITAL FORMATION, CURRENT PRICES 101.6 65.7 
PLANT AND EQUIPMENT INVESTMENTS 66.9 49.0 
BUILDING CONSTRUCTION (STRUCTURE) 45.9 44.5 
GROSS CAPITAL FORMATION 

CONSTANT (1966) PRICES 45.7 31.4 
LABOR FORCE (WAGE EARNERS( (1000) 19.1 19.9 
ELECTRICITY SALES (MILLIONS KWT) 787.9 960.3 


MONEY AND PRICES 


MONEY SUPPLY (CURRENCY; DEMAND, TIME 
AND SAVINGS DEPOSITS) 

DOMESTIC CREDIT 

GOVERNMENT CLAIMS (NET) % 

INTEREST RATES (COMMERCIAL LENDING) 


INDEXES 


INDUSTRIAL PRODUCTION (1966-100) 
AVERAGE INDUSTRIAL WAGE (1966-100) 
NATIONAL CONSUMER PRICE (1979-100) 
FOR MIDDLE-INCOME EMPLOYEES IN DAR 
(1970-100) 


TRADE AND PAYMENTS 


CURRENT ACCOUNT BALANCE OF PAYMENT DEFICIT 615.2 388. 
BALANCE OF TRADE DEFICIT 670 439 
EXPORTS FOB 413 359 
U.S. SHARE 28.9 14.3 
IMPORTS 1092 799 
U.S. SHARE 41.1 32.3 
CONSUMER GOODS IMPORTS 14 16.9 


SOURCES: International Monetary Fund Publications; World Bank 


Publications; Government of Tanzania "Monetary Survey" 
various issues. 


1. Estimates 
2. Through March 1984 
3. Through June 1984 





SUMARY 


The serious economic problems experienced by the Tanzanian economy 

since 1980 persisted throughout 1983 and 1984. Agricultural output 
declined and utilization of industrial capacity dropped to less than 

30 percent. Only the public sector continued to show any growth. The 
government is still negotiating with the International Monetary Fund (IMF) 
for assistance. Such a program would include further policy reforms 
including a devaluation and a larger role for the private sector. 


CURRENT ECONOMIC TRENDS 


The economy of Tanzania continued to experience serious 
difficulties in 1984. The only sector of the economy which 
has shown any strength has been the public sector, which 
now accounts for more than 24 percent of Gross Domestic 
Product. Neither the National Economic Survival Programme 
(NESP) announced in 1981, nor the Structural Adjustment 
Programme (SAP) announced in 1982 have succeeded in mobili- 
zing enough new resources to stop the economic decline, 
much less begin a recovery. 


The government continued to hold discussions with the 
IMF throughout 1984 but no agreement was reached. There 
is some optimism that one will be concluded in early 1985. 
Such an agreement is widely regarded as essential to a 
recovery. The conditions that would probably be included 
in any agreement are: a further devaluation in the exchange 
rate, increases in the prices paid to farmers for their 
products, increases in the interest rates and reductions 
in government deficits. 


AGRICULTURE 


Agriculture is by far the most important economic 
sector in Tanzania. It accounts for approximately one- 
third of the country's GDP, employs about 85 percent of 
the population and provides 60 percent of the country's 
export earnings. The country's major export crops are 
coffee, tea, cotton, cashews, sisal andpyrethrmm, The 
major food crops are maize, rice, cassava and wheat. 
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Despite its importance the agricultural sector, until 
very recently, has been neglected by the government, in favor 
of a strategy that stressed industrial development. One 
result has been that the volume of all the major crops, 
food and export, which has been marketed through official 
channels has declined for the past five years. There are 
several reasons for the decline including drought conditions 
in parts of the country during several years, lack of inputs 
such as fertilizers, insecticides and herbicides, a non- 
functioning transportation infrastructure and a lack of 
consumer goods for farmers to purchase after selling their 
crops. However, as important as all the above has been 
the policies the government has followed regarding prices 
and marketing. Producer prices in real terms declined, 
in some cases sharply, from 1974 to 1983. In addition, 
the marketing of all the important crops was taken away 
from the private sector and turned over to government para- 
statals. The parastatals were in all cases poorly managed, 
unresponsive to the needs of the farmers and have suffered 
major financial l»osses for the government. In the last 
several years a sizeable portion of agricultural production 
has been illegally marketed either within Tanzania or across 
the borders due to the low official prices offered to farmers. 


The government has announced plans to drastically limit 
the role of parastatals, and reintroduce farmer cooperatives. 
Both of those changes were announced in 1982 and were expected 
to be in force by the beginning of the 1984/85 crop year. 


Although several cooperatives have been formed and new 
legislation has been adopted redefining the role of several 
of the major parastatals, the pieces are not expected to come 
together until the 1985/86 crop year. 


In June 1984 the government also announced the abolish- 
ment of several subsidies on both food items and agricultural 
inputs. In addition, increased producer prices for all 
agricultural crops were announced. The effect of the 
increases was to raise the real price approximately five 
percent, better than recent history, but still below the 
levels most outside observers believe necessary to spark 
a major increase in production. 


Tanzania, as a whole, has not been as severely 
affected by the African drought as countries such as 
Kenya, Sudan and Ethiopia, but certain regions of the 
country have suffered. In order to make up for lost and 
illegally traded grain production food imports, both 
commercial and relief, have had to increase, averaging 
over 200,000 tons for the past three years. 





INDUSTRY 


Tanzania's industrial sector contributes less than 10 
percent of total GDP, making it one of the smallest in 
Africa. This is true despite the emphasis the sector has 
received in the country's development planning over the 
past 8-9 years. Most of the industries established over 
that time frame were owned by the government and designed 
to serve both the domestic and, to a lesser degree, the 
foreign market. Most did not rely on local raw materials. 
The severe economic crisis the country is now facing, and 
the accompanying foreign exchange shortage, means that 
neither the needed raw materials, nor the spare parts to 
run the factories are available. Capacity utilization in 
most plants for the past several years has been less than 
35 percent. Without a sizeable influx of foreign exchange, 
either through new assistance programs, or massive increases 
in exports, improvement will be very slow. 


PUBLIC SECTOR 


The only sector in the economy that has continued to show 
a positive growth rate throughout the recent past is the 
public sector. Its share of GDP has risen from 19.2 percent 
in 1980 to more than 24 percent in 1983. In addition to the 
central government the public sector now comprises more than 
150 enterprises. The majority of them have been money losers 
since their establishment. They control everything from the 
mining of diamonds to the distribution and sale of agricultural 
crops. In a number of cases the enterprises were nationalized 
from private owners in the years following the 1967 Arusha 
Declaration. 


from July 1984 to|June 1985, the government is expected to run 

a total budget deficit equal to 15 percent of GDP. The 

poor economic conditions over the past years have resulted 

in very slow growth in tax revenues, despite some significant 
increases in certain classes of taxes. To make up the gap 
between revenues and expenditures the government has turned 
increasingly to the banking sector. Virtually all the credit 
created in the past four years has been used by the public 
sector. 


During the ose Tanzanian fiscal year, which runs 





FOREIGN TRADE AND DEBT 


The decline in Tanzania's agricultural production has 
also meant a drop in its exports, since most of them are 
either raw or processed agricultural products. The country's 
main exports in dollar terms have been coffee, cotton, sisal, 
tea, tobacco, cloves and cashews. Tanzania is not a major 
producer of any of these products and has not been in a 
position to set prices. In addition to drops in the volume 
of production the quality of many of the crops is also said 
to have declined. 


Tanzanian imports have also had to be sharply cut back 
as foreign exchange has Gried up. From 1976 to 1983 real 
imports are estimated to have declined by more than 40 percent. 
Tanzania must import all of its petroleum needs and the in- 
creases in petroleum prices has meant that oil imports now 
account for an average of 25 percent of all imports and use 
almost 60 percent of the total export earnings. In volume 
terms oil imports have actually decreased. The drought, 
coupled with declining domestic production, has also required 
increased food imports, a large part of which had to be paid 
for by the government. 


Recent country-by-country trade statistics are not available 
for Tanzania, but the European Community, especially the 


United Kingdom and West Germany, remains the country's most 
important trading partner. Japan has become increasingly 
important in the past few years. The United States, in part 
because of the distances involved, is not as important, 
although there remains significant interest in U.S. products. 


Tanzania's foreign debt, in magnitude, is not large. 
At the end of 1983 public external debt was estimated to be 
approximately $2.4 billion. Much of that debt is on conces- 
sional terms. However, over the past three years, as foreign 
reserves have been exhausted the country has begun building 
up arrears and borrowing more short term, high interest 
money. The result is a projected debt service ratio of more 
than 60 percent for 1985. At the end of 1983 arrears were 
estimated to be over $400 million. A debt restructuring 
program would have to be a follow on to any agreement that 
Tanzania worked out with the IMF. 





OUTLOOK FOR REFORM 


As mentioned earlier the Government of Tanzania has 
undertaken two major reform packages in the last four 
years. Both the NESP and SAP have consistently fallen 
behind schedule, in part because expected resources from 
outside donors did not materialize but also in part because 
the reforms were not far ranging enough nor enacted con- 
currently. At the time the 1984/1985 budget was presented 
in June 1984 several additional measures were announced. 
They included a devaluation of the Tanzanian shilling from 
12 to 17.5 to the U.S. dollar. Government subsidies on 
food products and agricultural inputs were eliminated. 

The prices paid farmers for their crops have been increased 
both in nominal and real terms. Some new revenue measures 
were introduced. Since that time private businessmen have 
been allowed to use privately held foreign exchange to 
import most goods. The government has established a 
committee to examine the role of the parastatals and to 
recommend cost saving measures. While the work of the com- 
mittee is not yet complete several parastatals have been 
abolished, although instead of their functions being turned 
over to the private sector they have been subsumed by 

other parastatals. 


The government is still talking with the IMF. It 
was assumed in most quarters that an agreement would have 


been reached in late 1984, but that was not the case. 

Such an agreement is viewed by almost all observers in and 
out of Tanzania as necessary for an economic recovery. One 
of the most important elements of any agreement will be a 
further devaluation of the shilling. Virtually everyone 
agrees that it is seriously overvalued at its current rate 
of just over 18 to the dollar. The black market rate is, 

as of February 1985, 100 to the dollar, and expected to go 

up. All goods being imported by individuals using privately 
held foreign exchange are priced at the black market rate, 
so a devaluation's impact should be less severe than feared. 
Even with an agreement there will continue to be severe, 
long-lasting economic problems in Tanzania. Agricultural 
production will take several years, at least, to reach 
former levels. Industrial production will continue to less 
than capacity because of a shortage of foreign exchange for 
inputs and spare parts. Much of the country's basic infra- 
structure has fallen into disrepair and large sums will be 
required to bring it back to standard. 
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IMPLICATIONS FOR THE UNITED STATES 


The Tanzanian Government is likely to continue its 
concentration on the agricultural sector and that will 
provide opportunities for U.S. companies supplying agri- 
cultural equipment. The majority of Tanzanian farmers 
still rely on the hand hoe to prepare their farms, so 
although there is a large untapped market, it is very 
unsophisticated and will require a major marketing program. 
Larger government and private sector projects will, of 
course, continue, often with funding from foreign donors. 
We expect that irrigation will receive a top priority 
and irrigation equipment will be an important import over 
the next several years. Also potentially important, will 
be grain handling equipment, if, as planned, several large 
private farms begin to produce wheat and corn. 


The government is very interested in promoting the 
development of the mining sector in Tanzania. There are 
known deposits of coal, iron, gold, diamonds, copper and 
natural gas. In addition to a market for equipment to ex- 
tract these minerals the government is also very interested 
in locating foreign firms to undertake the mining. Already 
a U.S. investor has signed on to work with the government 
to exploit one of the natural gas deposits. At least two 
other U.S. firms have expressed interest in undertaking 
mining operations in Tanzania. Approximately five U.S. 
oil companies are either exploring Tanzania or considering 
entering into discussions to do so. There are, of course, 
also opportunities for tourism and the government appears 
more willing to permit foreign companies to either own or 
manage hotel properties. One potential hindrance to 
increased foreign investment is the lack of an investment 
code, and drafting a code is not a priority for the govern- 
ment. 


At the time this is written new United States assistance 
to Tanzania under the Foreign Assistance Act is prohibited 
by the Brooke Amendment. U.S. commercial interests in 
Tanzania are not large. The large degree of government 
control of the economy has discouraged many U.S. companies 
from carefully investigating Tanzania. In 1984 OPIC 
Signed its first project in Tanzania, providing loan 
guarantees and insurance for a fertilizer plant. Over 
the next few years, even assuming an IMF program, there 
will not be many major opportunities for U.S. businesses. 


U.S. companies interested in doing business in Tanzania 
are well advised to establish a presence somewhere in East 
Africa. Many companies have established agents or rep- 
resentatives in Kenya and now that the border has reopened, 
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those agents are again visiting Tanzania looking for business 
opportunities. 


Doing business in Tanzania is not easy. The current 
foreign exchange shortage is likely to continue for the 
next several years. The Embassy continues to recommend 
that any U.S. company wishing to sell to Tanzania insist 
on having an irrevocable letter of credit confirmed by a 
bank outside of Tanzania, preferably in either Europe or 
the United States. If the economy in Tanzania does recover, 
the long-term potential is sizeable. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


you need to succeed in overseas business. 
EXPORTING Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
e is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: 


Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $ 0 check, oy 
O money order, or charge to my Total charges $________ Fill in the boxes below. 


Deposit Account No. Credit 


Per?) | 1 ej (ecocar) Card No. ick Rie i ee 


Expiration Date 
ietoe. NX) Monthvear =~ CL TT) 


Enter my subscription to: [] Overseas Business Reports $26 per year ($32.50 overseas) For Office Use Only 
O) Foreign Economic Trends at $70 ($87.50 overseas) Quantity Charges 
Company Name Enclosed 
To be mailed 
Individual’s Name—First Last Subscriptions 
Postage 
Street address Foreign handling 
MMOB 
City 


State ZIP Code 
(or Country) 
| | | | | | | | | | Discount 


PLEASE PRINT OR TYPE Retund 





Confused 


about the electric current-type, 
number of phases, or frequency 
and voltage in other countries? 


Let ELECTRIC CURRENT ABROAD 
solve your problems. 


ABROAD is a HANDBOOK for U.S. 


manufacturers and exporters as well 
as for individuals living or traveling 
abroad. 


ORDER YOUR COPY TODAY. Use the coupon below. 


MAIL THIS ORDER FORM TO: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Enclosed is $ veieen Credit Card Orders Only 
nclosed is check, ane 
0 Money order, or charge to my Total charges $ Fill in the boxes below. 


Deposit Account No. Credit 


(LITT II-O Card No. Crh haith LL tak mkt tk 
Expiration Date 
Order No. 


Month/Year bat 2 J 


Please send ___ coples of the 1984 edition of ELECTRIC CURRENT , = 
ABROAD at $2.50 por copy. S/N 003-008-00193-9 a ec 


Name—First, Last Enclosed 


To be mailed 


Company name or additional address line Subscriptions 
Postage 
treet address Foreign handling 
MMOB 
ity State ZIP Code 


. UPNS 


. Discount 
. Refund 


or Country) 


PLEASE PRINT OR TYPE 











